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THE U. S. OBSTRUCTS ACTION AT LAUSANNE 





N the eve of the Lausanne Conference, the 
United States has informed the Allied pow- 
ers, in response to inquiries on their part, that it 
will not view with sympathy any total cancella- 
tion of reparation which is contingent on the can- 
cellation of war debts owed to the American gov- 
ernment. The effect of this policy, announced 
orally by the State Department on June 8, is to 
forestall any constructive action at Lausanne and 
further postpone definite settlement of the one 
issue which every committee of experts has placed 
first on the list of obstacles to world economic re- 
covery. 


The State Department’s attitude may be sum- 
marized as follows: 


First, since the United States does not receive repara- 
tion from Germany, the question of reparation is one 
that must be determined by negotiations between Ger- 
many and the nations that receive reparation. 

Second, in recent months the Department has called the 
attention of all inquirers to the joint resolution of 
Congress last December, declaring against cancellation 
or reduction of war debts. 

Third, whenever the question of total cancellation of 
reparation and debts has come up, the Department has 
explained that such a proposal would make the United 
States the only government that surrendered everything 
and received nothing, and in the opinion of the Admin- 
istration, such a proposal certainly would not appeal to 
the American public. 


This statement can only be interpreted as a 


declaration by the Administration that it will take 





no further action on any controversial issues be- 
fore the elections in November, regardless of the 
disastrous consequences. 


The responsibility for this decision rests pri- 
marily with the Administration in Washington. 
Until very recently the Administration has been 
able to blame Congress, and particularly the Sen- 
ate, for its inability to make any new constructive 
move in the international field, and to point, with 
some justice, to the joint resolution of Congress 
last December declaring against cancellation or 





reduction of war debts. While this resolution 
still stands, many signs indicate that the attitude 
of Congress is less intransigeant today than it 
was last December. It is known that Senator 
Borah, chairman of the Senate Foreign Relations 
Committee, favors action on the war-debt ques- 
tion, which would remove this issue as a source of 
international controversy. If the Administration 
were prepared to act as it did last June, it would 
be reasonably certain of support in the country 
and in Congress. 


Exactly one year has elapsed since President 
Hoover’s dramatic declaration in favor of a mora- 
torium on reparation and war debts. If a mora- 
torium was essential a year ago, further action is 
even more essential today. Then, it was a ques- 
tion of preventing the financial collapse of Ger- 
many; today it is a question of preventing the 
collapse of the greater part of the world. Had the 
United States declared that it would not hinder a 
final settlement of the war-debt and reparation 
questions, a constructive first step might have 
been taken at Lausanne. By its failure to modify 
its traditional and unrealistic policy on war debts, 
the United States has permitted the present forces 
of disintegration to take their course unchecked. 


WILLIAM T. STONE. 


Socialists Seize Government in Chile 


By a swift coup d’état, a revolutionary junta— 
led by Carlos Davila and supported by the army— 
overthrew President Juan Esteban Montero of 
Chile on June 4. The new government announced 
its intention of carrying out one of the most ad- 
vanced socialist programs ever proposed for any 
Latin American republic. This program calls for 
state monopolies of petroleum, iodine, tobacco, 
matches, and sugar; state control of banking; 
government regulation of utilities; reorganization 
of the Cosach nitrate combine; partial control of 
industry by the workers; division of large estates; 


























and heavy income taxes. On June 12 Sefior 
Davila was obliged to resign as Provisional Presi- 
dent, apparently because he was not sufficiently 
extreme to satisfy the revolutionists. He was 
succeeded by Rolando Merino, hitherto unknown 
in public life. The commanding figure in the 
revolutionary movement, however, is Colonel Mar- 
maduque Grove, Minister of Defense. 


The causes of the revolt may be traced to the 
failure of Montero’s administration to meet the 
country’s serious economic difficulties. Forcing 
Carlos Ibafiez to resign on July 26, 1931, and 
winning the presidential election the following 
October, Montero had promised to find a solution 
for the existing crisis. As a result of the contin- 
ued decline of commodity prices and an adverse 
foreign trade balance, however, Chile in effect 
abandoned the gold standard in April 1932. The 
failure of the world nitrate conference in Lucerne, 
the prospect of increased American duties on 
Chilean copper, and the controversy with Argen- 
tina over cattle imports which led to the closing 
of the Trans-Andine Railroad, added to the 
country’s economic problems. 


Growing discontent was indicated by a brief 
revolt in the navy in September 1931 and by the 
fact that in the 1931 presidential elections Ar- 
turo Alessandri, the labor leader who opposed 
Montero, polled nearly 40 per cent of the vote. 
As a result of unemployment, riots subsequently 
occurred in Iquique and popular demonstrations 
were held in Santiago demanding unemployment 
relief. Finally, on April 8, 1932, student disor- 
ders and a run on the Central Bank compelled the 
government to declare martial law in Santiago. 
Montero’s lenient attitude toward foreign corpor- 
ations was also subjected to attack. He was par- 
ticularly criticized for his refusal to dissolve the 
Compafiia de Salitre de Chile, commonly known 
as Cosach. 

Cosach was organized by the Ibdfiez govern- 
ment under the law of July 21, 1930, in order to 
secure consolidation of the nitrate industry 
throughout Chile. This consolidation was deemed 
necessary by the increasing competition of Euro- 
pean synthetic nitrates and the continued decline 
in prices. Under this plan, production costs were 
to be reduced by the elimination of all small plants 
and the use of an improved process owned by the 
Guggenheim group. The Cosach company was to 
operate for a period of sixty years. The govern- 
ment became a partner in the enterprise, on whose 
Board of Directors it was to be represented; abol- 
ished the export tax on nitrates, which in some 
years furnished half of all state revenues; and 
placed the government-owned nitrate reserves at 
the disposal of Cosach. In lieu of the nitrate ex- 
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port tax, the government accepted $19,000,000 jn 
cash and some $40,000,000. in Cosach securities 
for a transition period. At the expiration of this 
period, the government was to receive 50 per cent 
of the profits of the corporation. 


From the first, discontent was expressed with 
the purpose of Cosach and the methods used ip 
organizing it. In order to provide employment, 
the government obliged Cosach to continue pro. 
duction at a rate considerably in excess of its 
sales, although the company already had large 
stocks of unsold nitrate. 


In reports published on November 5 and 
December 5, 1931, a Congressional committee 
charged that the government had over-estimated 
the probable profits of Cosach, and that they 
would not be sufficient to compensate for the loss 
incurred in giving up the export duty. It was 
stated that the Guggenheim process had proved 
a failure in the one case where it had been tried; 
that an excessive amount, 300,000,000 pesos, had 
been paid the Guggenheims for patent rights and 
good will; that the whole matter had been con- 
ducted by a government exercising illegal dicta- 
torial powers; that the concentration of nitrate 
production in a few large plants would ruin small 
independent operators and throw men out of 
work; and that it placed the government under 
the tutelage of a foreign corporation. The reports, 
however, recommended the continuation of Cosach 
until reforms could be made in its organization. 
Since April plans for the reorganization of the 
company have been under discussion in New 
York. 


The attitude of the new government toward Co- 
sach is indicated by the fact that on June 13 it 
appointed Aurelio Nufiez Morgado, an avowed an- 
tagonist of the Cosach concern, supervisor of the 
nitrate industry. While this and other steps in- 
dicate extremism, the new junta does not include 
Alessandri, the most prominent labor leader in 
the country. Whether this movement will lead to 
a genuine socialist revolution, similar to that 
which followed the Carranza revolt in Mexico in 
1914, or to a new dictatorship cannot yet be de- 


termined. ERNEST GALARZA. 
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The History of the Russian Revolution: Volume I, The 
Overthrow of Tzarism, by Leon Trotzky. Translated 
by Max Eastman. New York, Simon & Schuster, 1982. 
$4.00 
The exiled Bolshevik leader paints a powerful and 

caustic picture of the February 1917 revolution, flaying 
both the ineptitude of the bourgeoisie and the initial 
vacillations of proletarian leaders. His frankly partisan 
book offers an engrossing analysis of the genesis of & 
revolution. 
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